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Boston's economy, as of Fall 1977, evidences notable 
strength in manufacturing Robe cceoteees population stabiliza- 
tion, fiscal belt tightening, commercial and residential 
revitalization, and growth in property values. But there 
were continued weaknesses, too, in the overall level of employ- 
ment, a lower level of investment, and the limited advance in 
real per capita income. On balance, the year's experience 
suggests that future prospects are good, with an economic base 
in tune with the outlook for national recovery and growth, 
favorable population factors at work, moderate improvement in 
fiscal health, and growth in the market value of residential 
and commercial real estate. 

In the following pages, a review of the state of the city 


economy is presented. 
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I. GROWTH IN MANUFACTURING JOBS, REDUCTION OF UNEMPLOYMENT, 
AND EXPANSION OF THE ECONOMIC BASE 


The health of Boston's economy is reflected in the extra- 
Ordinary gain in manufacturing jobs in 1976, the steady reduction 
in unemployment in 1976 and 1977, and the post-1970 investment in 
the City's economic base. 

A. Manufacturing Recovery; Lag in Job Growth 

The big news in Boston is the growth of 2,900 manu- 
facturing jobs in 1976, the largest such gain in twenty- 
five years. Since 1951, the City had lost one half of 
its manufacturing activity - some 53,000 jobs - and gains 
in manufacturing employment have occurred in only four of 
the intervening years. 

The year's gain in industrial jobs reflected a response 
to the incipient national economic recovery, as well as the 
emergence of what may be growth industries in Boston. The 
rise in manufacturing jobs was pervasive; twelve of the City's 
nineteen manufacturing industry branches experienced gains. 
Four of the five industry branches with the largest gains 
pay above average wages, demonstrating that high wages, 
growth, and a good competitive posture are siya possible in 
Boston. The 1976 advance also confirmed growth trends for 


three industries, - fabricated metals, instruments, and 


transportation equipment -, which have experienced a sus- 
tained growth in jobs since 1972. The growth in two of these 
industries shows the impact of the City-sponsored Boston 
Marine Industrial Park. The third growth industry, - the 
production of high technology instruments, - medical, sci- 
entific, and engineering -, reflects the City's role as 
incubator for new technology firms such as the Teradyne Company. 

The limited performance of the national economy, 
however, was not strong enough to reverse Boston's pattern 
of job losses since 1970. Boston's agit ae 55,0007 j0bSse121 
1976 represents a loss of 6,200 in comparison with 1975, 
“representing a drop of one percent, and a decline that is 
small in comparison to the precipitous drops in the recession 
years of 1971, when 19,000 jobs were lost, and 1975, with 
the aorri tions ot 20,000 770bDSs. 

The job losses in the 1970s had reversed important 
gains in Boston's jobs in the 1960s as the national economy 
expanded and the services revolution emerged. 
B. Reduction of Unemployment 

Though information on employment in 1977 is not yet 
available, the news on the decline in unemployment is heart- 


ening. Unemployment in the City of Boston has fallen steadily 
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from a rate of thirteen percent in 1975, and eleven percent 
in 1976, to that of seven nereene in- July 1977, indicating 
that the City may be experiencing job gains this year. 
Though- the 1977 information is suspected of understating 
Meee looment because the data may reflect the exhaustion 


of benefit rights, to some extent, the trend seems clear. 


C. Expansion of the Economic Base 

A favorable aspect of Boston's capacity to respond to 
national economic recovery is the notable expansion of the 
City's economic base and transformation of the City's economy 
even though Boston was losing jobs. Over a ten-year period, 
1965-75, Boston experienced an extraordinary growth in 
private investment and public infrastructure investment. 
There was a virtual doubling of the City's office space, 
and broad gains in construction for Boston's institutions 
of higher education and medicine, and in housing. These 
were paralleled by growth in public improvements, - schools 
and community facilities. 

Since 1975, there have been advances in public and 
private investment but at a lesser rate. Most notable 
have been the growth in retail investment, and an accelera- 
tion in the rehabilitation, alteration, and conservation 


of older commercial and residential buildings. The revival 


Of Faneuil Hall Marketplace has been a huge success with 
record sales per square foot of space and a demonstrated 
Capacity to bring back suburban shoppers Cron maice up more 
than half of the estimated 30,000 visitors per day. 

Other improvements and advances in the City's 
economic base of note since 1975 include the aaptraitieeda tess 
of Boston's two principal department stores, Jordan Marsh 
and Filene's, and the construction of the Waterfront Park 
which has paced the revival and conversion of granite 
warehouses into residential housing and shops. An 
important process of neighborhood revitalization and home 
improvement has also been underway. 

A recent survey revealed some $5 billion of private 
developer proposals and public sector projects in the 
advanced planning stage. These projects which will impact 
the future direction of the City's economy represent a notably 
different composition and location. In comparison with last 
decade's investment in downtown office structures, neighbor- 
hood improvements, and medical and higher education facili- 
ties, the new Beart focus on public transit, port 
improvements and harbor-related facilities, industrial 
development, retail and hotel investment. In comparison 


with the last ten years, more of the planned investment 
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is outside of Downtown. These projects would bring an 
estimated 45,000 permanent new jobs. 


Many of these proposals are marking time for want of 


the City public infrastructure investment needed, estimated 


at $500 million, or ten percent of the investment total. 
With fiscal austerity the City has cut back its public 
improvements program sharply from the peak level of 1975. 
In these circumstances, the Boston Plan, a City 
proposal to the Federal government, is designed to induce 
the large private investment and job creation potential 
through the leverage role of old and new Federal programs 


marshalled in a coordinated effort. 


II. POPULATION STABILIZATION 
A recent report of the U.S. Bureau of the Census on the 
population change of the Nation's thirty largest cities from 


1970 to 1975 revealed that six cities gained and twenty-four 


lost. Boston had a smaller percentage loss than that of the twenty- 


four large cities, including a smaller relative loss than that 
experienced by the Sunbelt cities of Los Angeles, Dallas, 

New Orleans and Atlanta. Boston's loss of 5,000 people since 
1970 contrasts with the decline of 100,000 in the 1950s, 


and 50,000 in the 1960s. 


This notable measure of population stabilization in Boston 
reflects the success of Boston's decade long neighborhood 
revitalization effort as well as important new Roce orion 
factors. These include the influx of young, middle-class 
adults and their preference for city living, the decline in 
household size and the preference of smaller households for 
city living, the growth in the number of working women and 
the rise in the number of two worker families and the 
premium this places on a residence location close to the job 
of at least one. To this must be added the limited absorptive 
capacity of Boston's inner suburbs as revealed in a recent 
report of the Massachusetts State Office of Planning. 

For the future, the projected extraordinary rise in 
Massachusetts household formation, between now and 1990, 
flowing from the postwar baby boom, as projected by the 
Massachusetts State Office of Planning, may give rise to large 
demand pressures for Boston's housing stock. 

Even with population stabilization and neighborhood revital- 
ization, Boston remains a poor city, whose per capita income 
levels, measured in real terms adjusted for inflation, showed 
no gains since 1970. This contrasts with important advances 
in real per capita income levels achieved in the 1960s, as 


Boston recovered from a thirty-year depression following 1929. 


IIIf. FISCAL SUCCESS 

This month's announcement of no rise in the City's 
property tax rate for fiscal year 1978 is a milestone in the 
success of Boston's fiscal austerity program. Holding the 
line on the tax rate for FY 1978 reflects a better performance 
by Boston in limiting spending than was the case for the 
Federal and State governments. Since 1972, while spending in 
Boston for City operations rose by nineteen percent, and 
that for schools by sixty-two percent, State expenditures 
have risen by seventy-six percent and Federal spending by 
ninety percent. In fact, the increase in municipal spending 
in Boston, Since 1972, has been less than the growth of infla- 
tion. 

Boston's success in implementing fiscal austerity has 
been achieved, in part, by the reduction of nine hundred 
municipal government employees in the past year. 

This success in fiscal austerity is tempered, however, 
by the lack of progress in achieving State tax reform to lessen 
the property tax burden, broaden the City's revenue base, and 
enable Boston to capture a more equitable share of the income 
and sales tax revenue which it raises for the State. The 


successful Faneuil Hall Marketplace development, for example, 


will raise an estimated $2,250,000 for the State this year in 

income and sales taxes. In contrast, lease payments to the City 

by the ev atore: will total only $225,000. The greater the 

success of development in Boston, the larger the flow of revenue 

to the State, with no adequate recompense to the City. 

int es IMPROVEMENT IN THE STATE ECONOMY; NOTABLE PRO-URBAN 
POLICY 

The State economy appears to be well on its way to 
recovery with a 60,000 job gain July 1976-77, including a 
20,000 job growth in manufacturing. Unemployment in Massachu- 
setts is now below the national average. 

As a result, State revenue receipts are rising, and the 
$70 million surplus achieved at the end of fiscal year 1977 is 
expected to be complemented by a $15 to $50 million surplus 
at the end of fiscal year 1978, despite higher expenditures 
in this budget year. 

Of special interest to Boston is a draft Massachusetts 
Growth Policy Report entitled "Cities and Centers; A Program 
for Growth". This extraordinary pro-urban statement of policy 
and strategy articulates how the State plans to use all of 


its programs to foster the revitalization of urban core areas 
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through measures designed to favor more intense utilization 
of urban infrastructure and urban manpower. 
The State focus on fiscal strategy could also be of 
vital importance to Boston. The Growth Policy report recommends 
that the State cara a substantial portion of increases in 
state revenue to local property tax assistance....and that the 
level of....aid....be increased through a state revenue sharing 
program". 
This proposal which would expand Boston's revenue base 
is considered to be one of the most promising long-term solutions to 


the need for broadening the City's revenue structure. 


Ve | REAL ESTATE MARKET STRENGTH 
Most of the signs on trends in Boston's real estate 
market are favorable. Overall market values are rising. 


Following are recent trends in some of the principal sectors. 


A. Office Buildings 
No new completions are scheduled for 1978 and 1979. [In 
the meantime, the absorption rate has been increasing. 
Boston's new post-1960 office stock makes up about 
half the City's office space, has a ten percent vacancy 


rate, is in good health, and can be expected to respond 
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readily to national and local recovery. Earlier this year, 
One Beacon Street was purchased by Prudential for $75,000,000, 
Said to be one of the largest transactions of its kind in the 
Nation. The estimated construction cost for this building 
completed in 1975 was $60 — $70 million. 

Boston's older commercial space has’ a twenty percent 
vacancy rate. Tax standardization and abatement measures 
are being proposed to improve cash flow and encourage 


rehabilitation. 


B. Retail 
Boston is enjoying a retail investment boom led by 
Faneuil Hall Marketplace and Jordan Marsh. New shops 


are springing up on Newbury Street. 


C. Residential Market 

one to four family homes representing half the City's 
housing stock are in good shape, with rising market values. 
One-fifth of all homes eligible for a housing improvement 
grant have applied. 

Multi-family housing is impacted by a cash-flow squeeze. 
The Mayor's Committee on Rent Control has recommended 


decontrol for all units except those occupied by the elderly. 
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Tax reform proposals could also lessen their property 
tax burden. 

Abandonment is a negligible phenomenon in Boston. 
The small number of units impacted is quickly followed 


by a boarding-up and demolition program. 


D. Industrial Property 

With the energy crisis, the interest in port-related 
development, and the upsurge in manufacturing, industrial 
developers report a renewed interest in industrial sites 


in Boston. 
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